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SUBJECT: THE GERMAN UPTURN STUMBLED IN DECEMBER 
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1 . AFTER A CONFIDENCE INSPIRING STEADY STRING OF 
FOUR CONSECUTIVE 2 PERCENT MONTHLY INCREASES IN 
SEASONALLY ADJUSTED INDUSTRIAL PRODUCTION THAT BEGAN 
FROM THE RECESSION'S BOTTOM LAST SUMMER, THE DECEMBER 
LEVEL DIPPED BY 1 PERCENT. AN ECONOMICS MINISTRY 
OFFICIAL WITH WHOM WE SPOKE ON THIS SUBJECT TOLD US THAT 
HE FELT THAT THE CORRECTION FOR WORKING DAYS INCORPORATED 
IN THE SEASONAL ADJUSTMENT PROGRAM WAS IMPERFECT AND 
THAT THE SPACING OF THE HOLIDAYS MAY HAVE CAUSED A 
DISTORTION IN THE RESULTANT INDEX NUMBER. HE THEREFORE 
DEEMPHASIZED THE IMPORTANCE OF THE PRODUCTION DOWNTURN 
THAT THE SERIES INDICATES. RATHER HE POINTED TO THE 

FACT THAT IN UNADJUSTED TERMS THE DECEMBER 1975 
INDUSTRIAL PRODUCTION LEVEL WAS 5.1 PERCENT OVER THE 
SAME MONTH THE PREVIOUS YEAR. 

2. INDUSTRIAL ORDERS ALSO REGISTERED A DECLINE IN 
DECEMBER AFTER HAVING BEEN ON A STEADY UPWARD TREND 
SINCE AUGUST. THE INDEX NUMBER OF TOTAL ORDERS WAS 3 
PERCENT DOWN IN DECEMBER COMPARED TO THE PREVIOUS MONTH 
IN VOLUME, SEASONALLY ADJUSTED TERMS. PRINCIPALLY 
CONTRIBUTING TO THIS DEVELOPMENT WAS A DECIDED SLACKEN- 
ING IN ORDERS RECEIVED FROM ABROAD, WHICH WERE OFF 13 
PERCENT IN DECEMBER AS COMPARED WITH NOVEMBER, WHICH IN 
TURN WAS DOWN BY 6 PERCENT FROM OCTOBER IN THE REVISED 
DATA JUST MADE AVAILABLE. THEREFORE, SINCE THE 
EUPHORIA-GENERATING HIGH POINT IN FOREIGN ORDERS OF 
SEPTEMBER AND OCTOBER THERE HAS BEEN A MARKED DECLINE 
SUGGESTING A PEAKING OUT THAT EVERYONE HAS TENDED TO 
OVERLOOK OR DISCOUNT (SEP TEL TO FOLLOW ON THIS POINT). 

THIS IS ESPECIALLY DISTURBING SINCE ALL THE VARIOUS 
FORECASTS FOR GERMAN GNP GROWTH IN 1976 HAVE BEEN VERY 
HEAVILY PREDICATED ON A STRONG EXPORT PERFORMANCE WHICH 
THESE DATA DO NOT PORTEND. ONLY PARTIALLY OFFSETTING 
THE FOREIGN ORDERS DECLINE WERE DOMESTIC ORDERS WHICH 
ROSE BY 1 PERCENT IN DECEMBER OVER NOVEMBER. IN THE 

CASE OF THIS PARTICULAR SERIES, THERE HAS BEEN AN 
UNINTERRUPTED UPWARD SURGE SINCE AUGUST. HOWEVER, THE 
RATE OF CLIMB HAS DECELERATED SOMEWHAT OF LATE. 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 BONN 01968 01 OF 02 060140Z 


3. THE ECONOMICS MINISTRY OFFICIAL WITH WHOM WE SPOKE 
REFUSED TO SEE ANY GROUNDS FOR PESSIMISM, AS MIGHT BE 
SUGGESTED IN THE DATA DESCRIBED ABOVE. A MODERATION OF 
THE UPSURGE HAD TO BE EXPECTED; HE SAID IT WAS ONLY A 
NORMAL REACTION. FURTHERMORE, HE OBSERVED THAT ALTHOUGH 
NOT YET PUBLISHED, THE FOURTH QUARTER 1975 GNP GROWTH 
OVER THE THIRD QUARTER IN SEASONALLY ADJUSTED TERMS WAS 
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ABOUT 3 PERCENT. IF THERE WAS NO FURTHER GROWTH BEYOND 
THIS LEVEL IN 1976, BUT SIMPLY THE MAINTENANCE OF THE 
4TH QUARTER 1975 LEVEL THROUGHOUT THE YEAR, HE ASSERTED 
THAT THE REAL GNP IN 1976 WOULD BE SOME 2.5 PERCENT 
ABOVE THAT OF 1975. HOWEVER, AS THE DECEMBER DATA IN 
THE FIRST TWO COLUMNS OF THE FOLLOWING TABLE REVEAL, 
FUTURE DOWNWARD MOVEMENTS RATHER THAN GROWTH OR 
STABILIZATION CANNOT BE EXCLUDED AS A POSSIBILITY. 

IT IS ONLY ONE MONTH'S DATA, 

THOUGH, AND TOO MUCH SHOULD NOT BE READ INTO IT ALL 
OTHER THAN TO SAY THAT IT RAISES A POTENTIAL WARNING 
FLAG THAT THE GERMAN UPTURN MAY BE TURNING OUT TO BE 
NOT ALL THAT SMOOTH. 

4. THE LATEST REVISED PRODUCTION AND ORDER DATA 
DISCUSSED ABOVE AND WHICH WILL SHORTLY BE PUBLISHED 
BY THE BUNDESBANK FOLLOWS: 
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AMCONSUL HAMBURG 
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SEASONALLY ADJUSTED INDICES OF 
INDUSTRIAL PRODUCTION AND 
NEW INDUSTRIAL ORDERS - 1975 

IND. TOTAL DOMESTIC FOREIGN 
PROD. ORDERS 1/ ORDERS 1/ ORDERS 1/ 
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